Cash Flow Update - $MM

2012 Mid
2010 2011 2012 Year
(SMMSs) Actual Actual Budget Update Variance
Operating activities
Net Income . . . ... e e e e e e e e $1,463.4 S$1,1445:S 1,038.1: S 918.3 i S (119.8)
Non-cash charges (credits) to net income:
Depreciation & @ v v e e e e e e e 30.9 23.8 25.7 24.8 (0.9)
AMOIZatION & o v it e e e e e e e e e e e e e 2.7 8.5 8.2 5.9 (2.3)
Deferred income taxes . . . . . ...t ieennnnn. (6.3) (4.3) 1.0 (0.2) (1.2)
Loss (gain) on disposalofassets . . . ............ 0.3 0.1 - - -
Purchased in-process research & development ... .. - - - ~ B
Loss on equity investment companies . .. ........ 117.1 112.4 131.4 131.4 -
Working capitalchanges . . . . . ... ... ... . ... ... 142.4 100.5 (39.7) (44.4) (4.7)
Extraordinary Item Payout . . . . . ...ttt it it (0.8) (1.0) - - B
Long-term assets and liabilities . . . . . ... ... ... ...... - 91.3 7.0 5.2 (1.8)
Cash flow provided by from operating activities . . . ......... $1,749.6 $1,475.8 1S 1,171.7 : S 1,041.0: S (130.7)
Investing activities
Capital expenditures . . ... ... i e S (30.4) S (26.8); S (35.5)i $ (35.5) S -
Product/License Acquisitions . . . . . ... ... (10.1) (10.0) (21.1) (13.4) 7.7
Infinity Letter of Credit Funding . . . . . ... ... ... ...... - (50.0) - - -
INvestments iN 35S0Ciates . . . .t ittt ittt e e et e e (119.1) (100.3) (118.4) (118.4) -
Cash flow used in investing activities . . . . ... ...t (159.6) (187.1) (175.0) (167.3) 7.7
Financing activities
Payments from (to) associated companies, net........ (9.1) (3.9) 5.7 6.6 0.9
Paymentson European Loans . . . . . ..ottt ittt nnnn B - - - -
Capital contributions . . . . . . . ... e 4.1 0.3 - - B
Distributions for Required Tax Payments . . . ... ....... (651.4) (553.4) (429.2) (418.4) 10.8
Available for Distributions Non Tax . . . . v v v v v v v e v v (889.8) (575.2) (448.0) (381.5) 66.5
Cash flow used in financing activities . . . . ... ... .......... (1,546.2) (1,132.2) (871.5) (793.3) 78.2
Increase (decrease) in cash and cash equivalents . . . . ... ... 43.8 156.5 125.2 80.4 (44.8)
Cash atbeginningofperiod . . . ... ... ... . . .. 464.7 508.5 665.0 665.0 -
Cashatendofperiod . ..... ... ... ... .. .. 0 iiiueeaannn. $ 5085 $ 665.0 S 790.2 : § 745.4 : § (44.8)
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Sales Summary by Product

Period Ending May 31, 2012

10mg
15 mg
20mg
30mg
40 mg
60 mg
B0 mg
Gross OxyContin Sales

Dilaudid Tablets
Dilaudid HP
Dilaudid Injectibles
Gross Diloudid Sales

Betadine First Aid
Betadine Hospital
Betadine Veterinary
Gross Betadine Sales

Colace
Peri-Colace
Gross Colace /' Peri-Colace Sales

Senokot-5
Senokot
Gross Senokot Sales

Butrans

Intermezzo

MS Contin

Ryzolt

Slow-Mag

Betasept

Discontinued Products

GROSS5 BRANDED SALES
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May Year-to-Date Variance 2012 YTD Actual versus Full Year
2012 ¥TD 2012 ¥TD 2011 ¥TD 2012 ¥TD 2011 YTD
Actual Budget Actual Budget Actual 2012 Budget 2011 Actual

5 61,341 s 61,4138 ] 57,962 s (77) s 3,379 s 156,075 S 146,784
12,697 10,377 10,028 2,320 2,669 26,007 27,136
162,224 163,093 163,356 (875) (1,132) 408,862 404,143
77,654 69,715 64,194 7,939 13,460 174,780 171,730
254,536 258,703 252,883 (4,167) 1,653 648,781 633,738
133,114 127,625 116,442 5,489 16,672 319,936 300,721
418,237 455,552 457,296 {37,315) (39,059) 1,142,920 1,096,760
1,119,803 1,146,489 1,122,161 {26,686) {2,358) 2,877,361 2,781,018
6,112 7,618 7,207 {1,506) {1,095) 14,601 17,435
1,095 1,196 908 (101} 187 5,305 2,724
2,655 824 369 1,831 2,286 3,832 4,822
9,862 9,638 8,484 224 1,378 23,738 24,841
1,579 1,805 1,718 (226) (139) 4,314 4,1p4
1,977 1,720 1,640 257 337 4,144 4,412
381 355 310 26 71 861 793
2,037 3,880 3,668 57 269 9,319 9,360
10,428 9,656 10,061 772 367 23,725 23,729
1,944 1,695 1,697 249 247 4,068 3,968
12,372 11,351 11,758 1,021 614 27,793 27,607
4,725 5,671 5,229 (946) {504) 13,610 13,010
4,122 4,354 4,092 (232) 30 10,450 10,428
8,847 10,025 9,321 {1,178) {a7a) 24,060 23,438
39,835 47,850 30,272 (8,015) 9,583 135,808 73,531

12,131 10,730 - 1,341 12,131 43,185 -
5,579 5,659 5,266 (80} 313 13,620 13,339
(5,847) 1,316 5,638 (7,163) (11,485) 391 11,168
2,201 2,058 1,973 143 228 4,940 5,352
881 691 636 190 245 1,656 1,753
(54) - (241) (54) 187 (1) (345)
S 1,209,547 S 1,249,747 S5 1,198,936 5 {40,200) 5 10,611 S 3,167,870 S 2,971,161

10



Profit and LLoss
Period Ending May 31, 2012

Expressed in 000's

May Year-to-Date Variance 2012 ¥TD Actual versus Full Year
2012 ¥TD 2011 ¥TD 2012 YTD 2011 ¥TD
2012 ¥TD Actual % Sales Budget % Sales Actual % Sales Budget Actual 2012 Budget % Sales 2011 Actual % Sales
GROSS BRANDED PRODUCT SALES 5 1,209,547 $ 1,249,747 $ 1,198,936 5 (40,200) 5 10,611 $3,167,870 $2,971,161
r r -
Fee for Service {30,873) 2.6% (31,443) 2.5% (28,660) 2.4% S64 (2,219) {79,812) 2.5% (74,507) 2.5%
Discounts and Allowances (11,231) 0.9% " (18,221) 1.59%" (12,208] 1.0% 6,990 975 (73,499) 2.3% (56,222) 1.9%
Patient Savings Card Discount (9,365) 0.8% " (11,783) 0.9% " (5,856) 0.5% 2,418 (3,509) (30,411) 1.0% (15,572) 0.5%
Rebates on Branded Sales (231,041) J.S.J.%: (227,460) 18.256: ¢200,647]‘ 16.7% (3,581) {30,394 (557.824) 17.6% {545,891} 18.4%
Proposed Regulation Adjustment for Medicaid Rebates (1) {25,214) 2.1% {30,780} 2.5% {30,821} 2.6% 5,566 5,607 {74,836) 2.4% {68,854) 2.3%
MNET BRANDED REVENUES 901,817 930,060 920,746 (28.243) {18,929) 2,351,488 2,210,115
AG Income - - 3,387 - {3.387) - 9,854
Third Party Royalty Income 528 577 1,556 51 {928} 1,325 2,526
MNET REVENUES 502,445 930,637 925,683 {28,192) (23,244 2,352,813 2,222,495
Cost of Goods Sold {57,150) 4.7%' (B85,866) 5.3‘.:36' (56,038) 5.5% 8,716 8,888 {158,569) 5.0% (166,870) 5.6%
Third Party Royalty Expense (53,595) (57,295) (51,743) 3,700 (1,852) (128,271) (113,453)
Royalty Expense (515) (795) (812) 280 297 (1,877) (1,819)
Shipping and Warehousing (5,332) 0.a%” {4,600) 0.4% " {4,449) 0.4% (732) (883) (10,956) 0.3% {11,831) 0.4%
TOTAL COST OF GOODS SOLD {116,592} {128,556) (123,042) 11,964 5,450 {299,673) {293,373)
GROSS PROFIT 785,853 802,081 802,047 {16,228) {16,794) 2,053,140 1,928,522
General and Administrative {incl Legal Dept, excl Legal Fees) {64,378) 7.1% " {69,736) 7.5%" {62,866) 6.8% 5,358 {1,512) {159,472} 6.8% {146,857} 6.6%
Legal Fees (23,643) 2.6%" (25,476) 2.7% " (25,784) 2.8% 1,833 2,141 (56,860) 2.4% (56,932) 2.6%
Research and Development (123,025) 13.6% (129,360} 13.9% " (95,745) 10.3% 6,335 (27,280} (321,136)  12.6%  (269,937) 12.1%
Research and Development Other - Milestones and Alliances (612} {1.737) {263} 1,125 {349} {4,169) {604}
Sales and Promotion (124,198) 13.8%: (134,097) 14.4%: {94,367) 10.2% 9,899 (29,831) {343,369) 14.6% (229,317) 10.3%
Health Care Reform Fee {12,500) 1.4% {11,083) 1.2% {5,150} 0.6% (1,417) {7,350} {26,600) 1.1% {26,543) 1.2%
Other US 264 {3,378) {1,083) 3,642 1,347 {8,091} {3,055)
OPERATING EXPENSES (348,092) (374,867) (285,258) 28,775 (52,834 {919,697 (733,245)
OPERATING MARGIN BEFORE INCENTIVES AND SETTLEMENTS 437,761 427,214 517,389 10,547 {79,628) 1,133,443 1,195,277
Incentive Bonus {16,863) 1.9% {16,946) 1.8% " {15,696) 1.7% 77 {1,173} (41,469) 1.8% {33,054 1.5%
Insurance Income 66 {128) - 194 66 743 30,639
Settlement Expense 166 1,500 (54) (1.334) 230 1,500 (6.773)
TOTAL INCENTIVES AND SETTLEIMENTS {16,837 {15,574) {15,760) {1,083) (877) {33,228) (9,188)
OPERATING MARGIN 421,124 411,640 501,629 9,484 {80,505) 1,094,217 1,186,089
Royalty Income - ex US 37,921 34,027 35,533 3,894 2,388 81,665 91,367
Ex US Expenses (34,215) {56,943) (71,711) 22,734 37,4906 {136,736) {129,506)
One Time Charges (99} (97) (a14) (2) 315 (232) (a46)
Other Items {804} {1,096) {859) 292 55 {2,631) {2,038)
Interest Income (Expense), net 795 750 146 45 549 1,800 356
TOTAL OTHER ITEMS 3,598 {23,385) {37,305) 26,963 40,903 {56,134) (40,265)
PROFIT BEFORE TAX 424,722 388,275 464,324 36,447 {39,602) 1,038,083 1,145,824
Tax Provision for Corporations {258) {1.817) 3 1,559 {261) (4,381) (1,371}
PROFIT AFTER TAX 5 424,464 35.1% $ 386,458 30.9%'5 464,327 38.7% 5 38,006 5 {39,863) 51,033,722 " 32.6% 51,144,453 38.5%

(1) The Proposed Rule was issued in Q1 2012, which resulted in a higher rebate rate on the new formulation of OxyContin. The impact on 2011 and 2010 was fully accrued in December 2011. To better reflect the economics of our
earnings we have re-allocated the adjustment between all periods in 2010 and 2011 to show the impact of the higher rebates as if we had started accruing at the higher rate when the new formulation of OxyContin was launched.
Because of these restatements net sales reports and P&L statements will not tie to previously issued reports.
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Balance Sheet
Period Ending May 31, 2012

Expressed in 000's

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable
Due from associated companies
Other receivables
Inventories
Prepaid expenses and other assets
Restricted cash - current

TOTAL CURREMNT ASSETS

Property and equipment, net
Investments in associated companies
Due from associated companies
Restricted cash - long term
Goodwill
Product rights, trademarks and other intangibles, net
Other assets
Deferred income taxes
TOTAL ASSETS

LIABILITIES AMND EQUITY
CURRENT LLABILITIES
Accounts payable
Accrued expenses and taxes payablea
Due to associated companies
TOTAL CURRENT LIABILITIES

Other liabilities
TOTAL LIABILITIES

EQUITY
Capital stock - common
Additional paid in capital
Subscription receivable
Accumulated other comprehensive income
Retained earnings and partners' capital
TOTAL EQUITY
TOTAL LIABILITIES AMD EQLITY

CONFIDENTIAL

May 31, 2012

December 31, 2012

December 31, 2011

Actual Budget Actual
523,634 5 FFL.202 5 G06,494
235,030 255,224 213,801

19,912 22,900 27,820
6,866 5,412 10,075
53,815 43,6386 44 207
46,305 38,808 39,817
37,191 18,852 16,000
1,227,753 1,157,084 963,214
144 003 152,924 143,163
27,259 6,712 12,787
3,250 3,350 3,250
17,204 - 42,469
23,396 23,396 23,396
173,672 185,099 163,206
74,092 71,888 T3.266
17,188 16,157 17,188
1,713,817 5 1,616,600 5 1,453,939
75,592 =4 106,100 =4 94 583
FO5.965 613,568 832,809
15,259 12,129 11,283
796,816 ¥31,.797 TF3IB.675
226,094 222,589 223,628
1,022,910 055,286 Q52,202
9 9 9

1,982 1,982 1,982
19939] {993] {999)
(145,1365) (142,335) (145,1325)
835,051 802,568 835,780
590,907 bibl, 224 491,626
1,712,817 5 1,616,600 5 1,452,939
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Cash Flow
Period Ending May 31, 2012

Expressed in 000's May 31, 2012 December 31, 2012 December 31, 2011
Actual Budget Actual

Operating activities

Met income S 424 454 S 1,033,722 S 1,144,453
Adjustments to reconcile net income to net

cash provided by operating activities:

Depreciation and amortization 12,240 33,899 28,304
Impairment of intangible asset - - 3,953
Deferred income taxes - 1,031 (4,275)
Loss on unconsolidated, associated companies 34,239 131,449 112,363
Laoss on disposal of assets - - 56
Changes to working capital 25,049 {31,007) 100,572
Lang-term assets and liabilities 1,640 G,997 91,318
Changes to extraordinary item - - {988]
Total cash provided by operating activities 497,632 1,176,091 1,475,761

Investing activities

Capital expenditures {11,154) {35,500) {26,823)
Purchase of product marketing rights and other intangibles (13,392) (21,100) (10,000)
Restricted cash, net 4,074 39,617 12,944
Investments in associated companies, net {41,711) {118,374) {100,323)
Funding of Infinity LOC - - {50,000)
Total cash used in investing activities (62,183) {135,357) {174,202)

Financing activities

Payments (to) from associates, net 11,884 5,702 {3,823)
Capital contributions - - 303
Distributions to partners for required tax payments (109,650) (449,200 (553,393)
Distributions to partners non-tax {115,543) {443,000) ({575,2486)
Total cash used in financing activities {213,309) {891,498} {1,132,159)
Increase in cash and cash equivalents 222,140 149,236 159,400

Cash and cash eguivalents:
Unrestricted cash at the beginning of the period 506,494 521,966 437,094
Unrestricted cash at the end of the period 3 828,634 3 771,202 3 506,494
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Oxycodone IR TR - Estimated Project Cost
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‘ Oxycodone IR TR - Estimated Project Cost

2012 2013 Total

Clincial Program
- pilot study for formulation 55.9 50.0 55.9
- BE study (fasted at one daose - 15mg) 0.7 0.7 1.3
- Abuse liability study (intranasal) 1.1 1.1 2.2
- abuse panel evaluation 0.3 - 0.3
Sub-total $8.0 s1.8 $9.7
Monclinical {formulation, supplies, bioanalytical) 3.2 1.9 5.1
MDA Filing Fee and Processing - 2.3 2.3
Total Direct Costs s11.2 85.9 $17.1

Monclinical Cost Estimate

APl cost for formulation development - 7.5Kg at 53,025/Kg

- 12 batches for primary stability/pivotal clinical {Smg, 10mg, 15mg, 30mg}. Remainder for pilot studies.

# Batches Sfbhatch
16 S0.1

Independent {outsourced) tamper testing
- standard value used based on previous experience with Aptuit and Catalent, but with efficiencies

- bicanalysis cost of pilot and BE studies 2 S0.4
- bicanalysis cost of abuse liability study 1 51.1
- clinical packaging cost for studies 3 S0.1

Mon clinical

TOTAL NOMCLIMNICAL

CONFIDENTIAL

See detail below

$0.02

Total (S millions)

$1.1

Total (S millions)

$2.0
50.7
51.1
30.2

$2.0

$5.1
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Non-Tax Distributions
(For Board Members Only)
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Non Tax Distributions- $MM

{5 M) Mon-Tax
To Beacon & To Reinvest Total Tax Grand
Rosebay Total
Q1 90.0 25.0 (RT) 115.0 19.2 134.2
oz 939.0 28.0(RP] 127.0 203.5 330.5
a3 70.0 0 F0.0 103.6 200.4
Q4 69.5 0 69.5 109.6 211.9
Total Cash Distributions 328.5 3.0 381.5 435.9 877.0
Distributions accrued in 2011 0 0 0 (17.5)
Met Distributions 328.5 53.0 381.5 418.4 a¥v.0

RT = reinvestment into Rhodes Technologies
RP = reinvestment into Rhodes Pharmaceuticals

The Board asked Purdue to make an additional $200 million distribution. We
are evaluating this from two perspectives:

1. Re-evaluating how we can meet/or renegotiate the current equity
covenant in our McGinty license agreement and
2. Re-evaluating Purdue’s suggested cash balance target.

CONFIDENTIAL











